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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Directors
Beyer & Co.
Davenpon, lowa

We have audited the accompanying statement of financial condition of Beyer & Co. as of May 31, 2004, that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. This financial statement is the responsibility
of the Company's management. Our responsibility is to express an opinion on this financial statement based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material respects, the
financial position of Beyer & Co. as of May 31, 2004 in conformity with accounting principles generally accepted in

the United States of America.
%%ém,% Y ﬁﬂ@m /1P

Davenport, lowa
July 12, 2004

McGladrey & Pullen, LLP is a member firm of RSM Internationa! -
an affiliation of separate and independent legal entities.




Beyer & Co.

Statement of Financial Condition

May 31, 2004
Assets
Cash (Note 5) 372,360
Commission receivables 106,273
Securities owned, municipal bonds at market value 2,867
Prepaid expenses 14,824
Fumiture and equipment, less accumulated depreciation of $39,890 19,723
Deposits with clearing organization 56,587
Notes receivable from stockholders 45,536
618,170
Liabilities and Stockholders' Equity
Accounts payable and accrued expenses 124,805
Commitments and Contingencies (Note 2)
Stockholders' Equity:
Common stock, par value $100 per share; authorized 500 shares;
issued and outstanding 114.5 shares 11,450
Additional paid-in capital 578,426
Accumulated deficit {96,511)
493,365
618,170

See Notes to Statement of Financial Condition.




Beyer & Co.

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

Nature of business:

The Company operates as a broker/dealer in securities serving individual and institutional customers in the
Davenport and Dubugque, lowa regions.

On February 4, 2000, the Company received regulatory approval with respect to its conversion from self-clearing
to being fully-disclosed through a clearing broker/dealer. As a result, the Company now operates pursuant to the
exemptive provisions of Paragraph (k}(2)(ii) of Rule 15¢3-3 of the Securities and Exchange Commission, which
provide that the Company clear all transactions on behalf of customers on a fully-disclosed basis and promptly
transmit all customer funds and securities to its clearing broker/dealer.

Significant accounting policies:

Accounting estimates: The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statement. Actual results could differ from those estimates.

Receivables: Receivables consist of commission and receivables related to security transactions.

Furniture and equipment: Fumiture and equipment is carried at cost and depreciation is computed primarily by
declining-balance methods.

Securities transactions: Proprietary security transactions, commission revenue and related expenses are
recorded on a trade date basis. Securities owned are valued at market.

Note 2. Related Parties and Lease Commitments

The Company leases office space on a month-to-month basis from a partnership which is comprised of certain
stockholders and employees of the Company. The agreement calls for monthly payments of $3,800.

The Company leases various office equipment. The various agreements call for monthly payments of approximately
$1,000 in total and the various agreements expire on dates ranging from January 2005 to March 2009.

Note 3. Income Tax Matters

The Company, with the consent of its stockholders, has elected to be taxed under sections of federal and state
income tax law, which provide that, in lieu of corporation income taxes, the stockholders separately account for their
pro rata shares of the Company’s items of income, deductions, losses and credits. As a result of this election, no
income taxes have been recognized in the accompanying financial statement.




Beyer & Co.

Notes to Statement of Financial Condition

Note 4. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission's Uniform Net Capital Rule (Rule 15¢3-1),
which requires the maintenance of a minimum amount of net capital and requires the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15-to-1. The Rule also provides that equity capital may not be
withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10-to-1. As of May 31, 2004, the
Company had net capital and net capital requirements of $397,476 and $250,000, respectively. The Company's ratio
of aggregate indebtedness to net capital was .31 to 1.

Note 5. Concentration of Credit Risk

The Company maintains bank accounts whose balance exceeded federal insured limits by approximately $150,000
as of May 31, 2004. In the opinion of management, no material risk of loss exists due to the bank's strong financial

condition.




McGladrey & Pullen

Certified Public Accountants

Independent Auditor’s Report on Internal Control

To the Board of Directors
Beyer & Co.
Davenport, lowa

In planning and performing our audit of the financial statements and supplemental schedules of Beyer & Co. (the
Company), for the year ended May 31, 2004, we considered its internal control, including control activities for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company including tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons.

2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the practices
and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls, and of the practices and
procedures referred to in the preceding paragraph, and to assess whether those practices and procedures can be
expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and recorded properly to permit
preparation of financial statements in accordance with accounting principles generally accepted in the United States
of America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

McGladrey & Pullen, LLP is a member firm of RSM Interational -
an affifiation of separate and independent legal entities.




Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that
they may become inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate. Our consideration of intemal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal control
components does not reduce to a relatively low level the risk that error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. However, we noted no matters involving internal control,
including control activities for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange
Act of 1934 and related regulations, and that practices and procedures that do not accomplish such objectives in alt
material respects indicate a material inadequacy for such purposes. Based on this understanding and on our study,
we believe that the Company's practices and procedures were adequate as of May 31, 2004, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, the
National Association of Securities Dealers, Inc., and other regulatory agencies that rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

%CM&W Xxﬂwm,gw

Davenport, lowa
July 12, 2004




